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Gallagher, Michael

From: Spencer, Matt

Sent: Thursday, May 09, 2013 4:16 PM
To: Gallagher, Michael

Subject: Subsitute Amendment for AB 181

We want to create a substitute amendment for assembly bill 181. The sub-amendment should require DOA to fill all the
requirements under the bill instead of WEDC.
Could you also include the amendment for AA 1 for AB 181.

Matthew Spencer
Office of Representative Mike Kuglitsch
(608) 267-5158



Gallagher, Michael

From:; Spencer, Matt :

Sent: Wednesday, May 15, 2013 1:33 PM
To: Gallagher, Michael

Subject: RE: Sub

In the sub could we make the selection committee 5 total members: 3 from SWIB, 1 from DOA, 1 from Wisconsin Tech
Council

Matthew Spencer
Office of Representative Mike Kuglitsch
(608) 267-5158

From: Gallagher, Michael

Sent: Monday, May 13, 2013 12:56 PM
To: Spencer, Matt

Subject: RE: Sub

Yes. I'll see how it meshes. We may have to make some adjustments. I'll let you know.
Mike

Mike Gallagher

Attorney

Wisconsin Legislative Reference Bureau
(608) 267-7511

From: Spencer, Matt

Sent: Monday, May 13, 2013 12:54 PM
To: Gallagher, Michael

Subject: Sub

Could you include LRBa0414 in the substitute

Matthew Spencer
Office of Representative Mike Kuglitsch
(608) 267-5158



Gallagher, Michael

From: Spencer, Matt

Sent: Friday, May 10, 2013 7:45 AM

To: Gallagher, Michael

Subject: RE: Subsitute Amendment for AB 181
Yes sir.

Sent via the Samsung Galaxy S™III, an AT&T 4G LTE smartphone

-------- Original message --------

From: "Gallagher, Michael" <Michael.Gallagher(@legis.wisconsin.gov>
Date:

To: "Spencer, Matt" <Matt.Spencer@legis.wisconsin.gov>

Subject: RE: Subsitute Amendment for AB 181

I assume you want to exempt the selection of investment manager from the state procurement
requirements concerning low bids, right?

Mike Gallagher

Attorney
Wisconsin Legislative Reference Bureau

(608) 267-7511

From: Spencer, Matt

Sent: Thursday, May 09, 2013 4:16 PM
To: Gallagher, Michael

Subject: Subsitute Amendment for AB 181

We want to create a substitute amendment for assembly bill 181. The sub-amendment should require DOA to
fill all the requirements under the bill instead of WEDC.

Could you also include the amendment for AA 1 for AB 181.



~ Matthew Spencer
Office of Representative Mike Kuglitsch

(608) 267-5158



Gallagher, Michael

From: Spencer, Matt

Sent: Friday, May 10, 2013 8:42 AM

To: Gallagher, Michael

Subject: RE: Subsitute Amendment for AB 181

Yes, DOA can appoint members and SWIB would still have a majority.

Matthew Spencer
Office of Representative Mike Kuglitsch
(608) 267-5158

From: Gallagher, Michael .

Sent: Friday, May 10, 2013 8:15 AM

To: Spencer, Matt

Subject: RE: Subsitute Amendment for AB 181

A couple of other questions: Do you want the secretary of administration to appoint the selection
committee members not appointed by SWIB? Do you still want SWIB to appoint a majority of the
members of the selection committee?

Mike Gallagher

Attorney

Wisconsin Legislative Reference Bureau
(608) 267-7511

From: Spencer, Matt

Sent: Friday, May 10, 2013 7:45 AM

To: Gallagher, Michael

Subject: RE: Subsitute Amendment for AB 181

Yes sir.

Sent via the Samsung Galaxy ST™III, an AT&T 4G LTE smartphone

-------- Original message --------

From: "Gallagher, Michael" <Michael.Gallagher@]egis.wisconsin.gov>
Date:

To: "Spencer, Matt" <Matt.Spencer@]legis.wisconsin.gov>

Subject: RE: Subsitute Amendment for AB 181

I assume you want to exempt the selection of investment manager from the state procurement
requirements concerning low bids, right?

Mike Gallagher



Attorney
Wisconsin Legislative Reference Bureau

(608) 267-7511

From: Spencer, Matt

Sent: Thursday, May 09, 2013 4:16 PM
To: Gallagher, Michael

Subject: Subsitute Amendment for AB 181

We want to create a substitute amendment for assembly bill 181. The sub-amendment should require DOA to
fill all the requirements under the bill instead of WEDC.

Could you also include the amendment for AA 1 for AB 181.

Matthew Spencer
Office of Representative Mike Kuglitsch

(608) 267-5158



Gallagher, Michael

From: Spencer, Matt

Sent: Monday, May 13, 2013 12:54 PM
To: Gallagher, Michael

Subject: Sub

Could you include LRBa0414 in the substitute

Matthew Spencer
Office of Representative Mike Kuglitsch
(608) 267-5158
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April 29, 2013, - Introduced. by Representatives KUGLITSCH, .CLARK, SUDER,
UCHEN, KLENKE, J-OTT, PETRYK, KAHL, LEMAHIEU, A. OTT, JAGLER, HONADEE; -
OLSTE, BIkS, SMITH, Brooks, KLEEFISCH, TIrTL, NYQREN, SARGENT, ENDSLEY,
Sg RAA an S}GNE, cosponsoréd by Senatorts DARLING, T. CULLEN, LEIBHAM,
GUDEX, ScHurAz and L. TAYLOR. Referred to Commrittee on Jobs, Economy and
Mining.

‘Zﬁ}m&
AN ACT to create 25.17472), 238.03 (4) and 238.155 of the statutes; relating to:

venture capital investment program.

Analysis by the Legislative Reference Bureau

T
establish an economic development program that operates like what is often referred
to as a “fund of funds.” Typically, under a fund ¢ffunds investment model, an

i
Y

N
o,

investment fund invests moneys with other invegfment funds that in turn invest
those moneys directly il\operating businesses. Udder this bill, WEDC must contract
with an investment manager to manage investments in venture capital funds and
Wisconsin businesses.

Before WEDC contracts with an investphent manager, WEDC and the State of
Wisconsin Investment Board (SWIB) must fgrm a committee to select the investment
manager. A majority of the committee’s mémbers must be representatives of SWIB.
WEDC’s proposed contract with the ihyestment manager is subject to passive review
by the Joint Committee on Finance (JOF). However, under the bill, JCF’s review of
the contract is limited to determining w hether the contract is contrary to the bill or
fails to implement an applicable provision'ef the bill.

The bill requires WEDC to pay $25,000,000 to the investment manager for
investments in venture capital fundg. The bill also requires the investment manager
to contribute to those investments $300,000 of its own moneys and $5,000,000 raised
from other funding sources. The inivestment manager must attempt to invest all of
those moneys within 24 months after the date the investment manager executes the

Soo 5;?)

his bill directs the Wisconsin Economic Development Corporation (WEDC) to~-
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contract with the corporation, a d the investment manager must invest those
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oneys in at least four different venture capital funds. The investment map ‘ager
not invest more than $10,000,000 in any one venture capital fund.
he bill requires the investment manager to contract with each ventufe capital
fund that receives moneys under the program created in the bill. ﬁUnder that
contract, ®ach venture capital fund must do all of the following: V4

1. Invest all of the moneys the venture capital fund receives undér the program
in businesses that are headquartered in Wisconsin and employ atfleast 50 percent
of their full-time employees in Wisconsin and invest at least ‘one-half of those
moneys in businesses that employ fewer than 150 full-time- employees when the
venture capital fund%'i st invests in the business under the rogram If, within three
years after the Ventur‘e\&%pltal fund makes an mvestmepfE in a business under the
program, the business relecates its headquarters outside of Wisconsin or fails to
employ at least 50 percent ef its full-time employees in Wisconsin, the venture
capital fund must recover the.total amount of mpneys the venture capital fund
invested in the business under ‘the program, mcludmg any matching funds, and
reinvest those moneys in one of"\glore ehglble businesses, subject to the bill’s
requirements. x 4

2. Invest at least one—half of thoseunonééfs in businesses within 24 months after
the venture capital fund receives the moneys and invest all of the moneys in
businesses within 48 months. V4 )

3. Invest all of those moneys in/ busm%esses in the agriculture, information
technology, engineered products, advx’gnced manufacturing, or medical devices and
imaging industries and attempt to ensure that those moneys are invested in
businesses that are diverse with I‘espect to geographic location within Wisconsin.

4. At least match the Jamount of the m peys the investment manager
contributes to an investment in a business with an\investment of moneys in that
business that the venture capltal fund has raised from other funding sources. The
bill also requires the mvestment manager to attempt té.ensure that, on average, a
venture capital fund mvg'sts $2 in a business for every $ the investment manager
contributes to the mves’cment in that business.

5. Provide to j}he investment manager the information necessary for the
investment managef to make its annual report to WEDC, desgribed below.

6. Disclose },o the investment manager and to WEDC any interest that the
venture capital find or one of its owners or other representativey or agents holds in
a business in W’hlch the venture capital fund invests or intendsito invest moneys
under the pr gram.

manager’s profit—-sharing agreement with a venture capital fund under the program
must be on terms that are substantially equivalent to the terms apphcabl\é,for other
fur -‘émg sources of the venture capital fund.

/' Under the bill, the investment manager must set aside and pay to the s%ate 1ts
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Wthe investment manager has paid the state $25,000,000, 7‘ theamount of WEDC’

contribution. After that point, the investment manager must pay 90 percent of its
proceeds from such investments to the state. -

The bill requires the investment manager to submit a report to WEDC each
year W1th1n 90 days after the end of the investment managers ﬁscal year that
includes all- of the following:

1. An audit of the investment manager’s financial statements performed by an
independent certlﬁed public accountant.

2. The 1nvestment manager’s internal rate of return from investments in
venture capital fundéaunder the program. g

3. For each venture capital fund that rece1ved an investment under the |
program: a) the name and, address of the venture capltal fund; b) the amount of the |
investment; and c) an accountlng of any fees the venture capital fund paid to itself .

or any pr1nc1pa1 or manager. *,

4. For each business in Whlch a Venture capltal fund held an investment of
moneys contributed by the investment manager under the program: a) the name and
address of the business; b) a desér;ptlon of the nature of the business; ¢) an
identification of the venture capital fund that made the investment; d) the amount

of each investment in the business and. the amount contributed by the venture |

capital fund; e) the internal rate of return reahzed by the venture capital fund on the |
investment; and f) a statement of the number of employees the business employed |
when the venture capital fundfirst invested in the business under the program, the

number of employees the business employed on. the first day of the investment
manager’s fiscal year, and the number of employees the business employed on the
last day of the investment manager’s fiscal year. §

WEDC must submlt the investment manager’s report to the leglslature

The bill also requires WEDC to submit to JCF two progress reports, one in 2015 §

and one in 2018, “Each report must include all of the followmg

i

1. A comprehenswe assessment of the performance to date of the investment

Ty,

program created in the bill. N

2. Any recommendations WEDC has for improving the 1nvest;nent program |

and the specific actions WEDC intends to take or proposes to be taken” 0 implement
those recommendations. S
3. Any recommendations SWIB has for improving the investment program and
the spec1ﬁc actions SWIB proposes to be taken to implement those recommendations.
For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 25.17 (72) of the statutes is created to read: ™,
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Appoint the beard’s represeﬂ'tetives to the committee under s. ™

%, f

e,

8 section, “investment manager” means the person the committee selects under sub.
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10 /7 (2) 'ESTABLISHMENT OF PROGRAM. The orporatioiyshall establish|dn economi®

apREE

evelo&merm program for the investment of moneys in Venture capltal funds that
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(8) SELECTION OF INVESTMENT MANAGER; (a){ The investment board and the f T F "
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14 { CE;o_p *ﬁshall form a committee, consisting of representatives of the mvestment / TR ﬁ
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15 , to select the investment manager. Worlty of the g -Ee: o
4
16 committee’s members shall be representatives of the investment board. The é % \%
committee shall select a person as investment manager that has expertise in the :r s gl
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the investment manager selected under par. (aﬁhe notlce shall mclude the
mew—“m‘q I . T S 2 7/ - -" ,%, - j
corporatlon, proposed contract with the investment manager. - Q‘?‘; ol W@ B
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- managen;em fee. Any management fee may not excee 256 000aﬁfiﬁ§ny The

o investment manager s total compensatm;(under the contract including all ~/
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ﬁ un des” Sub, (5 (S 3' an
ectlon or fails to implement an applicable provision of subs. (4) to (7), the corporatlon

and investment manager may execute that contract. If, within 14 worklng days after j;é\

manager may execute the contract unless the committee determines at that meeting

that the contract, in whole or in part, is contrary to this section or fails to implement

' an applicable provision of subs. (4) to (7).

(4) CONTRACT WITH INVESTMENT MANAGER DISCLOSURE REQUIREMENT (a) Subject

to sub. (3) &the Qorporatmﬁxs’hall contract w1th the 1nvestment manager The\% W}
e,

contract shall establish the investment manager’s compensation, including any

management fees paid, may not exceed $80

21

22
23
24

=

i

(b) The investment manager shall disclose to the @r@ any interest that

it or an owner, stockholder, partner, officer, director, member, employee, or agent of

T,

the investment manager has in a venture capital fund that receives moneys under

sub. (5) (b) ora busmess in Whlch a Venture capltal fund 1nvests those moneys v
S mww) TN S T S R S et

(5) INVESTMENTS IN VENTURE CAPITAL FUNDS. (a) Sub_]ect to sub (4) (a) the

T
' orporatlon shall pay $25 000 0}0 the investment manager in ﬁscal&ZO 13-14.

- e
S S

(b) The 1nvestment manager shall invest the following moneys in at least 4

venture capital funds:
1. The moneys under par. (a).

v
2. At least $300,000 of the investment manager’s own moneys.
v
3. At least $5,000,000 that the investment manager raises from sources other

than the @ &Q%M W‘\k

v
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1 | (c) 1. Of the moneys designated under par. (b), the investment manager may
v
2 not invest more than $10,000,000 in a single venture capital fund.

2. Of the moneys designated under par. (b), the investment manager shall

tte

7

)

12 months after the date the investment manager executes the contract under sub.

e

(4) (a), and the 1nvestment manager shall ttempt to 1@ all of those moneys(in

venture capital funds within 24 months after that date.

: ;uaw -%%?/*

G

(d) The investment manager shall contract with each venture capital fund that

receives moneys under par. (b). Each contract shall requlre the venture capltal fund

to do all of the following: N\em& VICW avEs Www—}’b oo éemé'w‘ﬂ"" eiéw ?‘o‘ )

offthe moneys it receives under par. (b) in one or more businesses

that are headquartered in this state and employ at least 50 percent of their full-time
employees, including any subsidiary or other affiliated entity, in this state, and
invest at least one—half of those moneys in one or more businesses that employ fewer
than 150 full-time employees, including any subsidiary or other affiliated entity,

when the venture capital fund ﬁrst 1nvests moneys i 1n the busmess under thls

g
o

AT e T

section. \If, within 3 years after the Venture capital fund makes an investment in a

business under this subdivision, the husiness relocates its headquarters outside of

this state or fails to employ at least 50 pgrcent of its full-time employees, including

any subsidiary or other affiliated entity, in\this state, the venture capital fund shall

[ !
recover from the business the total aldount of moneys the venture capltal fund WJ

1nvested in the busmess under this subd1v151on and subd. 4. ani reinvest those

T
— TR .

moneys in one or more bus1nesses that are eligible to receive an investment under

this subdivision, subject to the requirements of this section.
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1 2. : at least one—half of any moneys it receives under par. (b)in busmesses

2 within 24 months after the date it receives those moneys and all of those

3 moneyslin businesses within 48 months after that date waw\‘ ‘M /

j— A e i, TN e it s Tt “""“w"'““’”““w,ma.m'i—ﬂ:‘%;;wéwnwv«"-«”’""“WK

4 ' 3. Invest all of the moneys it receives under aragraph (b) in businesses in the

pol

5 agriculture, information technology, engineered products, advanced manufacturing,

6 or medical devices and imaging industries and attempt to ensure that all of those

7 moneys are invested in businesses that are diverse with respect to geographic

8  location within this state.

9 4. At least match any moneys it receives under par. (b) and invests in a business
10 with an investment in that business of moneys the venture capital fund has raised
11 from sources other than the investment manager. The investment manager shall

12 attempt to ensure that, on average, for every $1 a venture capital fund receives under

‘ 13 par. (b) and invests in a business, the venture capital fund invests $2 in that business
14 from sources other than the investment manager.
15 5. Provide to the investment manager the information necessary for the
16 1nvestment manager to complete the annual report under sub. (7) (aL,//yM
f’:f“”f 17 6. Dlsclose to the mvestment manager and the Qrporazlop any interest that
t/ 18 the venture capital fund or an owner, stockholder, partner, officer, director, member,
f 19 employee, or agent of the venture capital fund holds in a business in which the
20 venture capital fund invests or intends to invest moneys received under par. (b).
21 (e) The investment manager’s profit—sharing agreement with each venture
22 capital fund that receives moneys under par. (b) shall be on terms that are
r 23 substantially equivalent to the terms applicable for other funding sources of the
z 24 venture capital fund.
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(6) SPECIAL REQUIREMENTS FOR INVESTMENTS OF MONEYS CONTRIBUTED BY THE

TION. (a) The investment manager shall hold in an escrow account its gross
proceeds from all investments of the moneys designated under sub. (5) (b) 1. until the
investment manager satisfies par. (B).

(b) At least annually, the investment manager shall pay any moneys held under

par. (a) to the secretary ¢f administratiot for deposit into the general fund until the

investment manager has paid a total of $25,000,000 under this paragraph.

(c) After the investment manager satisfies par. (b), the investment manager
v

shall pay 90 percent of its gross proceeds from investments of the moneys designated

under sub. (5) (b) 1. to the secretary @ministra@ for deposit into the general

fund. \, | M

(a) Annually, Withinays

after the end of the investment manager’s fiscal year, the investment manager shall

"o orationy

S T B,

(7) ANNUAD REPORT) OF THE INVESTMENT MANAGER,

submit a report to the for that fiscal year that includes all of the

following: 4 f}?a yab i ir;)

1. An audit of the investment maﬁ;ger’s financial statements performed by an
independent certified public accountant.

2. The investment manager’s internal rate of return from investments under
sub. (5) (b).

3. For each venture capital fund that contracts with the investment manager
under sub. (5) (d), all of the following:

a. The name and address of the venture capital fund.

b. The amounts invested in the venture capital fund under sub. (5) (b).

¢. An accounting of any fee the venture capital fund paid to itself or any

principal or manager of the venture capital fund.
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4. For each business in which a venture capital fund held an investment of
moneys the venture capital fund received under sub. (5) (b), all of the following:

a. The name and address of the business.

b. A description of the nature of the business.

c. An identification of the venture capital fund that made the investment in the
business.

‘d. The amount of each investment in the business and the amount invested by

the venture capital fund from funding sources other than the investment manager

J

e. The internal rate of return realized by the venture capital fund @ the
investment in the business.

f. A statement of the number of employees the business employed when the
venture capital fund first invested moneys in the business that the venture capital
fund received under sub. (5) (b), the number of employees the business employed on
the first day of the investment manager’s fiscal year, and the number of employees
the business employed on the last day of the investment manager’s fiscal year.

(b) No later than 10 days after it receives the investment manager’s report

depay +wm oy )
under par. (a), the Qorpor&@ shall submit the report to the chief clerk of each house

of the legislature, for distribution to the legislature under s. 13.172 (2).

N N N
N = O O

DO
W

(8) (CORPORATlog PROGRESS REPORTS. In 2015 and 2018, no later than March 1,

theorpora 10 % shall submit reports to the Jomt committee on finance that include

wvjj 4143 ?f""”()\' )‘@v{-‘-&bb I VN Puk \an

all of the following:
(a) A comprehensive assessment of the performance to date of the investment

program under this section.

e
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] OO Ot A~ W N

2013 - 2014 Legislature -10 - LRB-1812/2

e B R A

. T MPG:kjf:ph
ASSEMBLY BILL 181 pal %MG';E’V/) SECTION 3

—— =
- i

.

(b) Any recommendations the 0 has for improvement of the ::7

investment program under this section and the specific actions the cofbg/)i"ation

oo

intends to take or proposes to be taken to implement those recommendations.

(¢) Any recommendations the investment board has for improvement of the
investment program under this section and the specific actions the investment board
proposes to be taken to implement those recommendations.

(END)

T oL ]
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ANALYSIS INSERT ( OOA>

This substitute amendment directs the Department of Administrationg, to

7& establish an economic development program that operates like what is often referred

to as a “fund of funds.” Typically, under a fund of funds investment model, an

investment fund invests moneys with other investment funds that in turn invest

those moneys directly in operating businesses. Under the substitute amendment,

DOA must contract with an investment manager to manage investments in venture
capital funds and Wisconsin businesses.

Before DOA contracts with an investment manager, DOA and the State of
Wisconsin Investment Board (SWIB) must form a committee to select the investment
manager. A majority of the committee’s members must be representatives of SWIB.

DOA’s proposed contract with the investment manager must be reviewed by the
Legislative Audit Bureau and is subject to passive review by the Joint Committee on
Finance (JCF) based on the audit bureau’s opinion of the contract. JCF’s passive
review is limited to determining whether the contract is contrary to the substitute
amendment or fails to implement an applicable provision of the substitute
amendment. v/

The substitute amendment requires DOA to pay $25,000,000 to the investment
manager for investments in venture capital funds. The substitute amendment also
requires the investment manager to contribute to those investments $300,000 of its
own moneys and $5,000,000 raised from other funding sources. The investment
manager must commit all of those moneys to investments within 24 months after the
date the investment manager executes the contract with DOA, and the investment
manager must invest those moneys in at least four different venture capital funds.
The investment manager may not invest more than $10,000,000 in any one venture
capital fund.

The substitute amendment requires the investment manager to contract with
each venture capital fund that receives moneys under the program. Under that
contract, each venture capital fund must do all of the following:

1. Invest all of the moneys the venture capital fund receives under the program
in businesses that are headquartered in Wisconsin and employ at least 50 percent
of their full-time employees in Wisconsin and invest at least one-half of those
moneys in businesses that employ fewer than 150 full-time employees when the
venture capital fund first invests in the business under the program. If, within three
years after the venture capital fund makes an investment in a business under the
program, the business relocates its headquarters outside of Wisconsin or fails to
employ at least 50 percent of its full-time employees in Wisconsin, the business must
pay to the venture capital fund an amount equal to the amount of moneys contributed
by the state that the venture capital fund invested in the business under the
program, and the venture capital fund must reinvest those moneys in one or more
eligible businesses, subject to the substitute amendment’s requirements.
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v .
2. Commit at least one-half of those moneys to investments in businesses

within 24 months after the venture capital fund receives the moneys and commit all
of the moneys to investments in businesses within 48 months.

3. Invest all of those moneys in businesses in the agriculture, information
technology, engineered products, advanced manufacturing, or medical devices and
imaging industries and attempt to ensure that those moneys are invested in
businesses that are diverse with respect to geographic location within Wisconsin.

4. At least match the amount of the moneys the investment manager
contributes to an investment in a business with an investment of moneys in that
business that the venture capital fund has raised from other funding sources. The
substitute amendment also requires the investment manager to ensure that, on
average, a venture capital fund invests $2 in a business for every $1 the investment
manager contributes to the investment in that business.

5. Provide to the investment manager the information necessary for the
investment manager to make its reports to DOA, described below.

6. Disclose to the investment manager and to DOA any interest that the
venture capital fund or one of its owners or other representatives or agents holds in
a business in which the venture capital fund invests or intends to invest moneys
under the program.

Similarly, the substitute amendment requires the investment manager to
disclose to DOA any interest that it or an owner or other representative or agent of
the investment manager holds in a venture capital fund that receives moneys under
the program or a business in which a venture capital fund invests such moneys. Also,
the investment manager’s profit—sharing agreement with a venture capital fund
under the program must be on terms that are substantially equivalent to the terms
applicable for other funding sources of the venture capital fund.

Under the substitute amendment, the investment manager must set aside and
pay to the state its proceeds from investments of the moneys contributed to the
program by the state until the investment manager has paid the state $25,000,000,
the amount of thewstate’s contribution. After that point, the investment manager
must pay 90 percent of its proceeds from such investments to the state.

The substitute amendment requjres the investment manager to submit a
report to DOA each year within 120 da\gs after the end of the investment manager’s
fiscal year that includes all of the following:

1. An audit of the investment manager’s financial statements performed by an
independent certified public accountant.

2. The investment manager’s internal rate of return from investments in
venture capital funds under the program.

3. For each venture capital fund that received an investmept under the
program: a)the name and address of the venture capital fund; b) the/amount of the
investment; ¢) an accounting of any fees the venture capital fund pajd to itself or any
principal or manager, and d) the venture capital fund’s average rage of return on its
investments under the program.

4. For each business in which a venture capital fund held an investment of
moneys contributed by the investment manager under the program: a) the name and
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address of the business; b) a description of the nature of the business; c¢) an
identification of the venture capital fund that made the investment; d) the amount
of each investment in the business and the amount contributed by the venture
capital fund; e) the internal rate of return realized by the venture capital fund on the
investment; and f) a statement of the number of employees the business employed
when the venture capital fund first invested in the business under the program, the
number of employees the business employed on the first day of the investment
manager’s fiscal year, and the number of employees the business employed on the
last day of the investment manager’s fiscal year.

DOA must submit the investment manager’s annual report to the legislature.

The investment manager must also submit a quarterly report to DOA for the
preceding quarter that identifies each venture capital fund participating in the
program, each business in which a venture capital fund held an investment under
the program and the amount of each investment, and the number of employees each
business employed when the venture capital fund first invested in the business
under the program and the number of employees the business employed at the end
of the quarter. DOA must publish the information contained in the investment
manager’s quarterly report on DOA’s Internet site.

The substitute amendment also requires DOA to submit to JCF two progress
reports, one in 2015 and one in 2018. Each report must include all of the following:

1. A comprehensive assessment of the performance to date of the investment
program created in the substitute amendment.

2. Any recommendations DOA has for improving the investment program and
the specific actions DOA intends to take or proposes to be taken to implement those
recommendations. '

3. Any recommendations SWIB has for improving the investment program and

the specific actions SWIB proposes to be taken to implement those recommendations.
1 END ANALYSIS INSERT

INSERT 10-6

ﬁEXEMPTION FROM LOW BID AND CONTRACTUAL SERVICES REQUIREMENTS. Sections

3

4 16.705 and 16.75 do not apply to this section.

5 SecTION 1. 20.005 (3) (schedule) of the statutes: at the appropriate place, insert
6

the following amounts for the purposes indicated:
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2013-14 2014-15
20.505 Administration, department of
(D SUPERVISION AND MANAGEMENT

(fm) Fund of funds investment pro-

gram GPR A 25,000,000 —0—-

SECTION 2. 20.505 (1) (fm) of the statutes s created to read:

20.505 (1) (fm) Fund of funds investment program. The amounts in the
schedule for the venture capital investment program under s. 16.292.

SECTION 3. 25.17 (72) of the statutes is ‘éreated to read:

25.17 (72i Appoint the board’s representatives to the committee under s.
16.205 (3) (a), |

END INSERT 10-6
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ASSEMBLY AMENDMENT 1,
TO ASSEMBLY BILL 181

May 6, 2013 - Offered by Representatives KuGLITSCH and CLARK.

At the locations indicated, amend the bill as follows: /

/ 1. Page 5, line 11: delete the

aterial beginning with “exceed” and ending with
“$800,000” on line 13 and substitute “exceed, annually for' no more than 4 years, 1

percent of the total moneys designated under sub. (5)'(b) 1. and raised under sub. (5)

(b) 3. /

2. Page 6, line 4: on lines 4 and :/dele “attempt to invest” and substitute

“commit”.

3. Page 6, line 4: on Mines 4 and 6, after “moneys” insert “to investments”.

v
4. Page 6, line M: delete “Invest all of” and substitiite “Make new investments
in an amount eqyal to”.

/5. Page-6, line-1'7-delete the-material-beginning with “If”-and-ending with 4.

and? on-line 22 and substitute {T'he venfure capital fund’s contract with a business

Tois & Tweelt é"‘)7/

4
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in which the venture capltal fund makes an investment under this subdivision shall

require that, if within 3 years after the venture capital fund makes that investment,
the business relocates its headquarters outside of this state or fails to employ at least
50 percent of its full-time employees, including any subsidiary or other.affiliated
entity, in this state, the business shall promptly pay to the venture capital fund an

amount equal to the total amount of moneys designated under par. (b) 1. that the

\\Venture capital fund invested in the business. The venture capital fund shal Q M

. Page 7, line 1: delete “Invest” and substitute “Commit”.

v{7. Page 7, line 1: after “(b)” insert “to investments”.

N . .
Vé. Page 7, line 2: delete “invest” and substitute “commit”.

9. Page 7, line 3: after “moneys” insert “to investments”.

0. Page 7, line 12: delete ttempt‘ to”.

\{ quarterly report under sub. (7)

1. Page 7, line 16: after “(g)"" nsert “and the

(C)”.

R

12. Page 8, line 12: delete “ANNUAL REPORT OF THE INVESTMENT MANAGER” and
substitute “REPORTS OF THE INVESTMENT MANAGER; PUBLIC DISCLOSURES”.
for ‘\‘\&0”
14. Page 8, line 25: after that lineé insert:
\

, ) \ N
rage internal ratti of return on its investments

13. Page 8, line 12: substitute 120}

“d. The venture capital fund’s ave

of the moneys it received under su}/j (5) (b).”. \

15. Page 9, line 9: delete “gn” and substitute “upon the venture capital fund’s

exit from”.

\/16. Page 9, line 18: aft{ér that line insert:

\

%
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/L@(c) Quarterly, the investment manager shall submit a report to the orporatlo y

for the preceding quarter that includes all of the following: | C\,e‘?a{ ’r ,

1. An identification of each venture capital fund under coat Wih the
investment manager under sub. (5) (d).

2. An identification of each business in which a venture capital fund held an
investment of moneys the venture capital fund received under sub. (5) (b) and a
statement of the amount of the investment in each business that separately specifies
the amount of moneys designated under sub. (5) (b) 1. that were contributed to the
investment.

3. A statement of the number of employees the business employed when the

venture capital fund first invested moneys in the business that the venture capital

st

fund received under sub. (5) (b) and the number of employees the business emplgz_e_%

at the end of the quarter. i kg ""-“f..,w

e

(d) The corporatm shall make the investment manager’s\quarterly report

under par. (c) readlly accessable to the public on the €orpo . Internet s1te¢ J

et

(BNB),
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\ / T ASSEMBLY BILL 181 \
S
May 1 ; , 201 3 Offered by Representatwe CLARK. \
/ ***AU@@RS SUBJEGT TO. CHAN GE***\
I\\\ At the locatlons 1ndlcated amend the bill as follows: \
) 1 Page 4, hnes 5’\9 13 and 20: after “(a)” msert “1 i -
t , '2 Pa e 4, hne 13 delete “MANAGER” 'and substltute “MANAGER CONTRACT
APPROVAL
, e Page 4 Tine 18: after that hne insert: i

9 ~*B2. When the Corporatiom gives the notice under par. (b) 1 the orporalo shall

A T vt S ey
submit its proposed contract with the investment manager to the leglslatlve audlt /

bureau for review. The legislative audit bureau shall review the proposed contract |

AN i

e

joint committee on finance and the ¢orporationa letter of r review that evaluates the I]

terms of the contract and offers an opinion concerning the extent to which the j
|
proposed contract terms conform to normal practices in the venture capital industry f

%
and the extent to which the contract implements subs. (4) to (7)@, w

This 5 st 412
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Representative Kuglitsch:

Please review this draft carefully to ensure that it is consistent with your intent.

This draft substitute amendment to 2013 AB 181 places the fund of funds investment
program under DOA instead of WEDC and incorporates AA 1 and AA 4 to AB 181.
Because the substitute amendment requires DOA instead of WEDC to pay $25,000,000
to the investment manager for fund of funds investments, the substitute amendment
includes an appropriation authorizing DOA to make that expenditure in fiscal year
2013-14. As a result, because the biennial budget act repeals and recreates the
appropriation schedule under s. 20.005 (3), s{ats., if this substitute amendment
becomes law before enactment of the budget act and the budget act does not include
the funding provided in the substitute amendment, the effect will be to eliminate tha}}
- funding. Note also that the budget act currently contains language under ss. 16.004
(19) and 20.505 (1)"(f), both created in AB 40, setting aside $25,000,000 in fiscal year
2013-14 for a “capital investment program” to make “coinvestments in business
startups and investment capital projects.”

Note that AA 4 requires the legislative audit bureau to submit a letter of review to JCF
that evaluates DOA’s proposed contract with The investment manager based in part on
“the extent to which the proposed contract terms conform to normal practices in the
venture capital industry.” However, JCF is only authorized under the substitute
amendment to reject the contract if JCF determines that the contract is contrary to or
fails to implement an applicable provision of the proposed legislation—failure to
conform to the normal practices in the venture capital industry is not an authorized
basis upon which JCF may reject the contract. Do you want to include a requirement
in the substitute amendment to the effect that the contract between DOA and the
investment manager must conform to normal practices in the venture capital
industry? Alternatively, you may want to consider removing the “normal practices”
language. The contract between the investment manager and DOA is in large part
statutory and is not likely to conform to the normal practices of the venture capital
industry. See for example, the repayment terms required for the contract between
DOA and the investment manager. Please let me know how you would like to proceed.

Please do not hesitate to contact me with any questions.

Thank you.

Michael Gallagher

Legislative Attorney

Phone: (608) 267-7511

E-mail: michael.gallagher@legis.wisconsin.gov
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Representative Kuglitsch:

Please review this draft carefully to ensure that it is consistent with your intent.

This draft substitute amendment to 2013 AB 181 places the fund of funds investment
program under DOA instead of WEDC and incorporates AA 1 and AA 4 to AB 181.
Because the substitute amendment requires DOA instead of WEDC to pay $25,000,000
to the investment manager for fund of funds investments, the substitute amendment
includes an appropriation authorizing DOA to make that expenditure in fiscal year
2013-14. As a result, because the biennial budget act repeals and recreates the
appropriation schedule under s. 20.005 (3), stats., if this substitute amendment
becomes law before enactment of the budget act and the budget act does not include
the funding provided in the substitute amendment, the effect will be to eliminate that
funding. Note also that the budget act currently contains language under ss. 16.004
(19) and 20.505 (1) (f), both created in AB 40, setting aside $25,000,000 in fiscal year
2013-14 for a “capital investment program” to make “coinvestments in business
startups and investment capital projects.”

Note that AA 4 requires the Legislative Audit Bureau to submit a letter of review to
JCF that evaluates DOA’s proposed contract with the investment manager based in
part on “the extent to which the proposed contract terms conform to normal practices
in the venture capital industry.” However, JCF is only authorized under the substitute
amendment to reject the contract if JCF determines that the contract is contrary to or
fails to implement an applicable provision of the proposed legislation—failure to
conform to the normal practices in the venture capital industry is not an authorized
basis upon which JCF may reject the contract. Do you want to include a requirement
in the substitute amendment to the effect that the contract between DOA and the
investment manager must conform to normal practices in the venture capital
industry? Alternatively, you may want to consider removing the “normal practices”
language. The contract between the investment manager and DOA is in large part
statutory and is not likely to conform to the normal practices of the venture capital
industry. See for example, the repayment terms required for the contract between
DOA and the investment manager. Please let me know how you would like to proceed.

Please do not hesitate to contact me with any questions.

Thank you.

Michael Gallagher

Legislative Attorney

Phone: (608) 267-7511

E-mail: michael.gallagher@legis.wisconsin.gov



